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Objective. To examine the effect of Medicaid expansions on health insurance cover-
age and access to care among low-income adults with behavioral health conditions.
Data Sources/Study Setting. Nine years (2004–2012) of individual-level cross-sec-
tional data from a restricted-access version of National Survey on Drug Use and
Health.
Study Design. A quasi-experimental difference-in-differences design comparing out-
comes among residents in 14 states that implemented Medicaid expansions for low-
income adults under the Section §1115 waiver with those residing in the rest of the
country.
Data Collection/Extraction Methods. The analytic sample includes low-income
adult respondents with household incomes below 200 percent of the federal poverty
level who have a behavioral health condition: approximately 28,400 low-income
adults have past-year serious psychological distress and 24,900 low-income adults have
a past-year substance use disorder (SUD).
Principal Findings. Among low-income adults with behavioral health conditions,
Medicaid expansions were associated with a reduction in the rate of uninsurance
(p < .05), a reduction in the probability of perceiving an unmet need for mental health
(MH) treatment (p < .05) and for SUD treatment (p < .05), as well as an increase in the
probability of receivingMH treatment (p < .01).
Conclusions. The ongoing implementation of Medicaid expansions has the potential
to improve health insurance coverage and access to care for low-income adults with
behavioral health conditions.
Key Words. Medicaid, access/demand/utilization of services, mental health,
substance abuse

One in four U.S. adults (i.e., approximately 56 million) suffers from a
diagnosable mental health (MH) problem and/or a substance use disorder
(SUD) (CBHSQ 2015), collectively referred to as behavioral health
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conditions. Despite the growing body of evidence for the efficacy and
cost-effectiveness of behavioral health care (Mechanic 2012, 2014), a
significant proportion of adults with behavioral health conditions do not
receive the care they need (Kessler et al. 2005; Mojtabai 2005). Lack of
health insurance coverage poses a financial barrier to behavioral health
care among those who perceive a need for treatment, especially among
low-income adults (CBHSQ 2015).

The Affordable Care Act (ACA) is expected to narrow the insurance
gap and treatment gap in behavioral health care, in part, through Medi-
caid expansions (Buck 2011; Mechanic 2012). Under the Medicaid State
Plan Amendment (SPA) provision of the ACA, eligibility for Medicaid
coverage is determined primarily by household income level.1 The
income-based eligibility rules eliminate the traditional “categorical” criteria
and expand Medicaid coverage to many low-income adults who were pre-
viously ineligible for Medicaid.2 Low-income adults are shown to have a
disproportionally high prevalence of behavioral health conditions and a
sizable unmet need for behavioral health care (Garfield et al. 2011; Busch
et al. 2014; Mark et al. 2015), especially among some of the most vulner-
able segments of the population such as former inmates released from
jails/prisons (Cuellar and Cheema 2012). It is critical, therefore, to
understand how Medicaid expansions may affect health insurance
coverage and access to care among low-income adults with behavioral
health conditions.

Since the SPA provision of the ACA did not come into effect until Jan-
uary 2014, a direct evaluation of the ongoing expansions is hindered by the
time lag in data availability. To inform current discussion and implementation
of Medicaid expansions in a timely manner, our study looks to previous
expansions for low-income adults under the Section §1115 waiver. Between
2004 and 2012, 14 states implemented the Section §1115-waiver expansions.
These waiver expansions provide useful policy variation along a broad spec-
trum that helps shed light on the behavioral health implications of Medicaid
expansions in the post-2014 era.
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BACKGROUND

The Section §1115Waiver Expansion

Before the ACA was signed into law, the Section §1115 waiver of the Social
Security Act had long played a central role in state efforts to expand Medicaid
coverage to populations who were otherwise ineligible for Medicaid. How-
ever, the majority of the Section §1115-waiver expansions did not target low-
income adults until the early 2000s. In August 2001, the Bush Administration
introduced a Health Insurance Flexibility and Accountability (HIFA) initia-
tive under the Section §1115 waiver authority to provide a streamlined waiver
approval process as well as a significant amount of funding support and policy
flexibility for Medicaid expansions. The HIFA initiative created incentives for
states to use the Section §1115 waiver to cover low-income adults with income
threshold up to 200 percent FPL. In addition to the HIFA initiative, enact-
ment of the ACA in April 2010 provided another boost to the use of the waiver
in Medicaid expansions for low-income adults. State policy makers who
sought to get an early start on the ACAMedicaid expansions prior to January
2014 were encouraged to do so under a waiver. During the period of transition
to full implementation of the ACA Medicaid expansions, the Section §1115
waiver allowed states to enroll a proportion of low-income adults in Medicaid
with income threshold up to 133 percent FPL.

Policy Variation in the Section §1115-Waiver Expansions

Under the Section §1115 waiver authority, state policy makers have a signifi-
cant amount of policy flexibility in designing and implementing Medicaid
expansions. The Section §1115 waiver provides states with two central mecha-
nisms for expansion. One approach is to directly enroll the expansion popula-
tion in a Medicaid program. An alternative “private” approach is to provide
the expansion population with premium subsidies for the purchase of quali-
fied private plans. Furthermore, certain Medicaid statutory requirements can
be “waived” for an expansion program under a waiver. For instance, the Sec-
tion §1115 waiver allows states to cap enrollment in an expansion program. It
also relaxes the requirements for the amount of premium and cost sharing as
well as the scope of the benefit package in an expansion program (Coughlin
et al. 2006; Atherly et al. 2012; KFF 2013).

Between 2004 and 2012, 14 states implemented Medicaid expansions
for low-income adults under the Section §1115 waiver. These waiver expan-
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sions varied greatly from state to state. Seven states used the “private” pre-
mium assistance approach as the central mechanism for expansion, while the
other seven enrolled the majority of the expansion populations in Medicaid
(KFF 2013). Moreover, the expansion programs in Massachusetts, Vermont,
Maryland, and the District of Columbia were comparable to a standard Medi-
caid program. Other states, however, provided less comprehensive programs
for their expansion populations by capping enrollment, imposing a consider-
able amount of premium and cost sharing, and/or limiting important benefits
such as behavioral health benefits.

The policy variation in the previous Section §1115-waiver expansions is
especially useful when trying to understand the implications of the ongoing
Medicaid expansions in the post-2014 era. As of July 2015, 23 states and the
District of Columbia are implementing Medicaid expansions pursuant to the
new SPA provision of the ACA. In addition, five states (i.e., Arkansas, Iowa,
Michigan, Pennsylvania, and most recently Indiana) are moving forward with
expansion using the Section 1115 waiver as a more flexible and politically
viable alternative to the ACA. Along the broad spectrum of the previous Sec-
tion §1115-waiver expansions, we can find precursors both to the ACAMedi-
caid expansions and to the waiver expansions in the post-2014 era.

Previous Literature on the Effect of the Section §1115-Waiver Expansions

Medicaid expansion for low-income adults has been shown to improve health
insurance coverage and access to care among the target population. More
specifically, empirical analyses of the early HIFA expansions suggest that
these expansions were associated with reductions in the rate of uninsurance,
premature mortality, and financial related delays in care among low-income
adults (Coughlin et al. 2006; Atherly et al. 2012; Sommers, Baicker, and
Epstein 2012). Moreover, a recent study reveals “a gradual ramp-up” of
monthlyMedicaid enrollment in three “early adopter” states that used the Sec-
tion 1115 waiver to get a jump start on the ACA Medicaid expansions (Som-
mers, Kenney, and Epstein 2014). Lastly, single-state studies of the
Massachusetts comprehensive health care reform and the Oregon Medicaid
lottery experiment also show significant increases in health insurance cover-
age, self-reported health status, and access to preventive care following the
implementation of these expansions (Baicker and Finkelstein 2011; Chen,
Scheffler, and Chandra 2011; Kolstad and Kowalski 2012; Long, Stockley,
and Dahlen 2012; Baicker et al. 2013).
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Our study contributes to the literature by focusing on the effect of Medi-
caid expansions on health insurance coverage and access to care among low-
income adults with behavioral health conditions. We also improve upon the
existing studies by capitalizing on the policy variation in all Section 1115-
waiver expansions implemented in 14 states between 2004 and 2012 and
explicitly estimating the heterogeneous effects across key components of the
waiver.

METHODS

Data and Sample

We pooled 9 years of individual-level cross-sectional data from a restricted-
access version of National Survey on Drug Use and Health (NSDUH)
between 2004 and 2012. NSDUH is a series of nationally and state-represen-
tative surveys on MH and substance use behavior by the U.S. civilian, nonin-
stitutionalized population aged 12 or above. The majority of the NSDUH
interview is conducted by audio computer-assisted self-interviewing (ACASI)
technology, a highly private and confidential mode that encourages honest
reporting of sensitive topics (SAMHSA 2013a,b).

The analytic sample includes low-income adult respondents aged 18–64
with behavioral health conditions during the past year prior to the NSDUH
interview. We defined low-income adults as those with household incomes
below 200 percent of the FPL, since they constitute the target population for
the majority of the Section §1115-waiver expansions during the study period.
We derived two subsamples with different types of behavioral health condi-
tions. The first subsample includes low-income adults classified as having
past-year serious psychological distress (SPD) according to the Kessler-6 (K6)
scale. The K6 scale is one of the most widely used screening tools for serious
MH problems in the household population and strongly indicative of a proba-
ble diagnosis of Diagnostic and Statistical Manual (DSM)-IV mood and anxi-
ety disorders (APA 2000; Kessler et al. 2002, 2003). The second subsample
includes low-income adults classified as having a past-year substance use dis-
order (SUD) according to a set of questions derived directly from the DSM-
IV diagnostic criteria. The DSM-IV-based questions assess the symptoms and
impairment related to alcohol use and/or illicit drug use (APA 2000;
SAMHSA 2013a,b). We identified approximately 28,400 low-income adult
respondents classified with past-year SPD and 24,900 classified with a past-
year SUD for analysis.
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Study Variables

The outcome variables were assessed with measures of current health insur-
ance coverage and past-year access to behavioral health care. Health insur-
ance coverage was measured using a dichotomous indicator for whether the
respondents reported being uninsured at the time of the NSDUH interview.

Past-year access to behavioral health care was measured using several
dichotomous indicators for the SPD subsample and for the SUD subsample.
Among those with SPD, we created indicators for whether the respondents
reported: (1) perceiving an unmet need for MH treatment, (2) receiving any
treatment for MH problems in an outpatient setting3 or an inpatient setting,4

and (3) receiving any prescription medication for MH problems during the
past year prior to the NSDUH interview.

Among those with an SUD, we created indicators for whether the
respondents reported: (1) perceiving an unmet need for SUD treatment, (2)
receiving any SUD treatment in a specialty setting (i.e., a specialty outpatient
setting, an inpatient/partial hospital settings, or a residential/rehabilitative set-
ting), and (3) having any emergency department (ED) visit related to SUD.
An SUD-related ED visit is often intended for crisis intervention and stabiliza-
tion and considered to be a proxy for inappropriate and costly “last-resort”
SUD treatment (McGeary and French 2000; Rockett et al. 2005; Budnitz
et al. 2006; Dave 2006; Vitale and Van deMheen 2006).

The key independent variable of interest is an indicator for the imple-
mentation of Medicaid expansions under the Section §1115 waiver in 14 states
between 2004 and 2012 (Table 1). We assigned the expansion indicator a
value of 1 for each full month subsequent to the effective date of the expan-
sion,5 and a value of 0 for the remaining periods and for the remaining states
serving as comparison states. This month-to-month matching minimizes the
potential measurement error from misclassification of pre-expansion and
postexpansion outcomes.

In addition to examining the effect of the previous waiver expansions as
a whole, we are also mindful of the policy flexibility built in the Section §1115
waiver and the importance of scrutinizing the potential heterogeneity across
individual components of the waiver. We therefore identified four important,
measurable components that can be included in a typical Section §1115 waiver
and lead to heterogeneous policy effects. The first component is the central
mechanism of the expansion: a Medicaid enrollment approach that directly
enrolls the expansion population in Medicaid versus a premium assistance
approach that provides the expansion population with subsidies for the pur-
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chase of qualified private plans.We created two indicators for the implementa-
tion of these two mechanisms for expansion in a given state during a given
month. We created three additional indicators for other key dimensions of the
Section §1115 waiver, including (1) an enrollment cap, (2) a relatively high
premium and/or cost sharing compared to a standard Medicaid program, and
(3) limited benefits for important health care services, with the focus of our
study being limitedMH and SUD treatment benefits.

We included a rich set of individual- and state-level characteristics that
may be correlated both with the individual decisions about coverage and
access and with the decisions of state policy makers about Medicaid expan-
sions (Table 2). Individual-level covariates include (1) age, (2) gender, (3)
race/ethnicity, (4) self-rated health, (5) household income as a percent of the
FPL, (6) urban residence, (7) marital status, (8) family status, and (9) educa-
tional attainment. State-level covariates include (1) state unemployment rate,
(2) state average personal income, and (3) state median household income.We
also included (4) a policy indicator for state implementation or refinement of
MH and SUD parity laws to account for concurrent policies during the study
period that may affect coverage for and access to behavioral health care. State
parity laws refer to a set of insurance regulations on employer-sponsored
insurance (ESI) plans that require the benefits for MH and SUD treatment to
be offered on par with or “no more restrictive” than comparable medical/sur-
gical benefits (Busch 2012). Finally, we included state-level measures of (5) per
capita State Mental Health Agency expenditures onMH treatment and (6) per
capita number of publicly funded SUD specialty treatment facilities as proxies
for local funding and infrastructure capacity.

Analytic Strategy

We estimated the effect of state implementation of Medicaid expansions for
low-income adults under the Section §1115 waiver on individual health insur-
ance coverage and access to behavioral health care. We conducted separate
analyses for low-income adults with SPD and for those with an SUD. For each
outcome variable in each subsample, we estimated two model specifications.
In the first model, we used a single dichotomous indicator for the implementa-
tion of the Section §1115-waiver expansions. In the second model, we decom-
posed the single policy indicator into five indicators representing the central
mechanisms and other key components of the waiver.

We used a quasi-experimental difference-in-differences (DD) design
with state and year two-way fixed effects to account for unobserved state
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Table 2: Descriptive Summary of Individual- and State-Level Covariates in
States with versus without Implementation of Section §1115-Waiver Expan-
sions for Low-Income Adults between 2004 and 2012

Low-Income Adults
with SPD/SUD

SPD Subsample SUD Subsample

(1) Expansion
States

(2) Comparison
States

(3) Expansion
States

(4) Comparison
States

Mean (SD) Mean (SD) Mean (SD) Mean (SD)

Individual-level covariates
#Age 34.4 (12.9) 36.1 (13.0) 31.1 (11.6) 32.3 (11.9)
%Male 37.7 (48.5) 37.3 (47.8) 64.6 (47.8) 62.8 (48.3)
Race/ethnicity: Non-HispanicWhite (ref.)
%Hispanic/Latino 23.6 (42.5) 15.6 (36.3) 28.9 (45.3) 18.0 (38.4)
%Non-Hispanic
African Black

10.9 (31.2) 18.1 (38.5) 11.4 (31.8) 20.3 (40.2)

%Non-Hispanic Asian 5.22 (22.3) 1.73 (13.0) 3.21 (17.6) 1.38 (11.6)
%Other origins 4.96 (21.7) 3.38 (18.1) 5.18 (22.2) 3.64 (18.7)

Self-reported health: excellent (ref.)
%Very good 25.1 (43.4) 24.6 (43.1) 30.4 (46.0) 32.1 (46.7)
%Good 32.7 (46.9) 30.8 (46.2) 32.2 (46.7) 32.5 (46.9)
% Fair/poor 28.4 (45.1) 34.0 (47.4) 19.1 (39.3) 20.8 (40.6)

Household income: <100% FPL (ref.)
% Living 100–200% FPL 54.0 (49.8) 48.8 (50.1) 45.3 (49.8) 47.8 (50.0)

Urbanicity: non-CBSA (ref.)
% Living in a
micropolitan

11.1 (31.4) 13.7 (34.4) 9.35 (29.1) 12.1 (32.7)

% Living in a
metropolitan

82.1 (38.3) 77.6 (41.7) 85.0 (35.8) 81.4 (38.9)

Marital status: married (ref.)
%Never married 49.6 (50.0) 44.6 (49.7) 63.6 (48.1) 60.6 (49.0)
% Separated/divorces 2.62 (16.0) 3.62 (18.7) 1.03 (9.58) 1.38 (11.7)
%Widowed 19.8 (39.8) 24.5 (43.0) 14.6 (35.3) 18.6 (38.9)

Family status: childless (ref.)
% Parents with
dependent children

40.0 (49.1) 40.7 (49.1) 31.1 (46.3) 30.3 (46.0)

Education: college graduate (ref.)
% Some college 27.1 (44.5) 26.2 (44.0) 29.0 (45.4) 29.6 (45.7)
%High school graduate 34.2 (47.5) 35.0 (47.7) 30.9 (46.2) 30.0 (45.8)
% Less than high school 28.0 (44.9) 30.5 (46.0) 15.9 (36.6) 18.6 (38.9)

State-level covariates
%Unemployment rate 7.01 (2.60) 6.99 (2.29) 7.23 (2.75) 7.03 (2.30)
$ Average personal
income (10K)

3.94 (0.63) 3.76 (0.55) 3.99 (0.65) 3.78 (0.54)

$Median household
income (10K)

5.54 (0.70) 5.04 (0.63) 5.56 (0.68) 5.07 (0.63)

Continued
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heterogeneity and national secular trend in health insurance coverage and
access to behavioral health care that are systematically correlated with Medi-
caid expansions (Wooldridge 2010).6 We estimated logistic regressions in light
of the dichotomous nature of our outcome variables. For ease of interpreta-
tion, we converted the regression coefficients into marginal effects, which can
be interpreted as the percentage point change in an outcome associated with
state implementation of the Section §1115-waiver expansions (i.e., the policy
indicator changing from 0 to 1). We clustered standard errors at the state level
to correct for the within-state serial correlation in a DD context (Bertrand,
Duflo, andMullainathan 2004).

RESULTS

SPD Sample: Effects of Medicaid Expansions on Coverage and Access

Among low-income adults with SPD, we found that state implementation of
Medicaid expansions under the Section §1115 waiver was associated with
improvements in health insurance coverage, perceived access to MH treat-
ment, and realized access to MH treatment (Table 3). The implementation of
the Section §1115-waiver expansions reduced the rate of being uninsured from
32.1 percentage points to 30.2 percentage points (Table 3: Model 1.1;
p < .05). The implementation of the waiver expansions also reduced the prob-
ability of perceiving an unmet need for MH treatment by 2.2 percentage
points (Table 3: Model 2.1; p < .05) and increased the probability of receiving
outpatient/inpatient MH treatment by 1.5 percentage points (Table 3: Model
3.1; p < .01). Our estimates also suggest a marginally significant increase in

Table 2. Continued

Low-Income Adults
with SPD/SUD

SPD Subsample SUD Subsample

(1) Expansion
States

(2) Comparison
States

(3) Expansion
States

(4) Comparison
States

Mean (SD) Mean (SD) Mean (SD) Mean (SD)

$ SMHA spending
(1K per resident)

0.12 (0.08) 0.12 (0.07)

# SUD facilities
(per 1K residents)

5.25 (1.45) 5.47 (2.66)

Observations �6,600 �21,900 �5,800 �19,100

FPL, federal poverty level; SMHA, state mental health agency; SPD, serious psychological
distress; SUD, substance use disorder.
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the probability of receiving prescription medication for MH problems by 1.9
percentage points (Table 3: Model 4.1; p < .10).

When decomposing the single policy indicator into a set of individual
components of the waiver, we found that the direct Medicaid enrollment
approach and the “private” premium assistance approach to the Section §1115-
waiver expansions both improved coverage and access among low-income
adults with SPD (Table 3: Model 1.2, Model 3.2, and Model 3.3). States that
provided the expansion populations with private premium assistance saw a
significant reduction in the rate of uninsurance and a significant increase in the
receipt of MH treatment comparable to the changes in states that enrolled the
expansion populations in Medicaid programs. The presence of other waiver
components (i.e., an enrollment cap, a relatively high amount of premium/
cost sharing, and limited behavioral health benefits), on the other hand, may
counterbalance the improvements in coverage and access among low-income
adults with SPD. However, we are unable to precisely estimate these offset
effects due to lack of statistical power.

SUD Sample: Effects of Medicaid Expansions on Coverage and Access

Among low-income adults with an SUD, we found significant improvements
in health insurance coverage and in perceived access to SUD treatment that
were associated with state implementation of the Section §1115-waiver expan-
sions (Table 4). The implementation of the waiver expansions reduced the
rate of being uninsured from 40.6 percent points to 37.8 percent points
(Table 4: Model 1.1; p < .05) and reduced the probability of perceiving an
unmet need for SUD treatment by 1.3 percentage points (Table 4: Model 2.1;
p < .05). Our estimates also show amarginally significant increase in the prob-
ability of receiving specialty SUD treatment by 0.9 percentage point (Table 4:
Model 3.1; p < .10), which can be indicative of an improvement in realized
access to SUD treatment among low-income adults with an SUD.

With respect to the effects of individual components of the Section §1115
waiver on coverage and access, the SUD subsample and the SPD subsample
have broadly similar patterns (Table 4: Model 1.2, Model 2.2, andModel 3.2).
The direct Medicaid enrollment approach and the “private” premium assis-
tance approach both improved health insurance coverage and perceived
access to behavioral health care. A noteworthy estimate is the relative effect of
the two approaches on the realized access to SUD treatment: the direct Medi-
caid enrollment approach increased the probability of receiving specialty
SUD treatment by 1.9 percent points (Table 4: Model 3.2; p < .01), whereas
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no significant change was associated with the premium assistance approach.
Although we found the point estimates for the effects of the Medicaid enroll-
ment approach to be larger than the effects of the premium assistance
approach, we lacked the statistical power to pin down the statistical differences
between the two approaches in the effects on improving coverage and access.
The improvements in coverage and access, again, may be offset by other
waiver components such as an enrollment caps, a relatively high premium/
cost sharing, and limited behavioral health benefits. Nonetheless, we lacked
statistical power to precisely estimate these offset effects.

Additional Results from Sensitivity Analyses and Comparison Analyses

To capture the dynamics of health insurance coverage from different sources, we
broke down the single dichotomous indicator for being uninsured versus insured
into a set of mutually exclusive indicators for whether the respondents reported:
(1) being uninsured, (2) having Medicaid coverage but no private insurance (re-
gardless of other coverage), (3) having private insurance but no Medicaid cover-
age (regardless of other coverage), (4) having both Medicaid coverage and
private insurance (regardless of other coverage), or (5) having other coverage but
neither Medicaid coverage nor private insurance. We further specified fully
interacted triple-differencemodels to test whether the effects of the Section §1115-
waiver expansions on health insurance coverage differ across low-income adults
with SPD, those with an SUD, and those without such conditions. As shown in
Table SA1, the estimated improvements in overall coverage were found to be
largely driven by the increased rates of Medicaid coverage. We found no detect-
able “crowd-out” effect: the changes in the probabilities of having private insur-
ance, having both Medicaid coverage and private insurance, and having other
coverage were small and insignificant. Furthermore, we found that low-income
adults with behavioral health conditions were no less likely to experience
improvements in overall coverage and inMedicaid coverage than their counter-
parts without such conditions. In other words, when the Section §1115-waiver
expansions were implemented, those with behavioral health conditions did not
lag behind in gaining coverage from the expansions.

DISCUSSION

Our findings provide some of the first empirical evidence concerning the
behavioral health implications ofMedicaid expansions.We found that, among
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low-income adults with behavioral health conditions, state implementation of
the Section §1115-waiver expansions was associated with a reduction in the
rate of uninsurance, a reduction in the probability of perceiving unmet needs
for MH treatment and SUD treatment, and an increase in the probability of
receiving MH treatment. The direct Medicaid enrollment approach and the
“private” premium assistance approach to the waiver expansions have similar
effects on improving health insurance coverage and access to care among low-
income adults with behavioral health conditions. However, imposing an
enrollment cap, a relatively high amount of premium/cost sharing and limits
on behavioral health benefits may counterbalance the improvements in cover-
age and access to behavioral health care.

Our findings from the Section §1115-waiver expansions between 2004
and 2012 can inform policy makers about the behavioral health implications
for Medicaid expansions in the post-2014 era. We anticipate that Medicaid
expansions under the ACA’s SPA provision may have a greater impact on
improving health insurance coverage and access to behavioral health care
than the previous Section §1115-waiver expansions. The impact of the ACA
Medicaid expansions may even extend beyond the scope of the most gener-
ous waiver expansions, which enrolled the expansion population in a stan-
dard, comprehensive Medicaid program without an enrollment cap. In
addition to the scope of the expansions per se, the ACAMedicaid expansions
are also implemented in the context of other supportive ACA provisions and
federal legislation. For example, MH and SUD treatment are recognized as
“essential health benefits” that must be offered; and subject to the federal Men-
tal Health Parity and Addiction Equity Act, MH and SUD benefits must be
offered on par with comparable medical/surgical benefits (Busch 2012; Bero-
nio, Glied, and Frank 2014). Furthermore, the Medicaid enrollees with a sev-
ere MH problem and/or SUD are designated as a “medically frail” group and
provided with benefits for a broad range of evidence-based, recovery-oriented
services that exceed the original “benchmark”/“benchmark equivalent” stan-
dards (Beronio, Glied, and Frank 2014). Therefore, one may expect Medicaid
expansions under the ACA’s SPA provision, coupled with other supportive
ACA provisions and the federal parity act, to stimulate a marked increase in
the demand for health insurance coverage and behavioral health care.

Despite the potential of the ACAMedicaid expansions to improve cover-
age and access to behavioral health care, an estimated 4 million low-income
adults would fall into the “coverage crack” and remain uninsured as a result of
their state policy makers opting not to expand Medicaid (Price and Eibner
2013). Many of these nonexpansion states have a disproportionately large num-
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ber of uninsured adults with behavioral health conditions (SAMHSA 2013a,b).
An alternative to the ACA’s SPA provision is to use the traditional Sec-
tion §1115 waiver as a more flexible and politically viable way to expand Medi-
caid. One of the main purposes of using the waiver in the post-2014 era is to
redirect Medicaid funds into premium assistance programs that subsidize low-
income adults for their purchase of Qualified Health Plans from newly created
Marketplaces (Piotrowski 2013; KFF 2013). In this regard, our estimated effects
of the premium assistance mechanism of previous waiver expansions may
encourage further discussion on the role of the Section §1115 waiver in the
post-2014 era. The Section §1115-waiver expansions have potential to be an
effective alternative to the ACA Medicaid expansions in covering low-income
adults, including the vulnerable group with behavioral health conditions.

Nonetheless, we caution that the estimated effects of Medicaid expan-
sions on realized access to behavioral health care were generally found to be
smaller than the effects on coverage and perceived access. The policy effects
on realized access may be partially constrained by the system capacity for the
supply of behavioral health care (Capoccia et al. 2012; Saloner and Lê Cook
2014). The behavioral health system has experienced rounds of major budget
cuts in recent years and continues to suffer from inadequacy and a geographic
imbalance in infrastructure and workforce (Mechanic 2012, 2014; Cummings
et al. 2013, 2014). The system is likely to be stretched under full implementa-
tion of the ACA Medicaid expansions. In this regard, leveraging potential
funding resources as well as care coordination and other innovative delivery
models would play a critical role in helping the behavioral health systemmeet
the growing demand arising from Medicaid expansions (Andrews et al. 2015;
Hamblin, Verdier, and Au 2011). In addition to the potential constraints on
system capacity, other logistical and attitudinal barriers to behavioral health
care may also moderate the extent to which reduced financial barriers and
expanded coverage can translate into tangible improvements in access to care
(McCoy et al. 2001; Oleski et al. 2010; Mojtabai et al. 2011; Walker et al.
2015).

The study findings should be viewed in light of the following limita-
tions. First, institutionalized individuals (e.g., in jails/prisons or hospitals),
homeless or transient persons not in shelters, and military personnel on
active duty were excluded from the NSDUH sample and consequently
excluded from our study sample. It is worth bearing in mind that these
excluded populations, despite their small population sizes, may represent
some of the hard-to-reach groups that respond differently to Medicaid
expansions from the general household population. Second, we were
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unable to identify which low-income individuals from an expansion state
were eligible for the Section §1115-waiver expansion in their state. The DD
estimates, therefore, were diluted over a mixture of target and nontarget
groups. Third, the measures of health insurance coverage and access to care
in NSDUH were based on self-reported data and susceptible to misclassifi-
cation. For instance, there could be a certain amount of ambiguity in self-
reporting Medicaid coverage versus self-reporting private insurance when
states adopted the private premium assistance approach. Therefore, we
place more confidence in our estimates of the overall reduction in the unin-
surance rates than the dynamic between private insurance and Medicaid
coverage. Last, the estimates of policy heterogeneity should be interpreted
with caution. When decomposing a single policy indicator into a set of indi-
cators for individual components of a policy, it requires considerable policy
variation and sample size in treatment states to generate sufficient statistical
power and narrow the margins of error. Lack of power often makes it diffi-
cult to pin down the individual effects of each component and the statistical
differences across them. In this regard, our findings only suggest the direc-
tion and possible magnitude of the main mechanisms and other restrictive
components of the waiver.

CONCLUSION

We found that state implementation of Medicaid expansions under the Sec-
tion §1115 waiver improved health insurance coverage among low-income
adults with behavioral health conditions. The implementation of the Sec-
tion §1115-waiver expansions was further associated with improvements in
perceived and realized access to MH treatment as well as perceived access to
SUD treatment. States implementing the direct Medicaid enrollment
approach and those with the “private” premium assistance approach saw simi-
lar improvements in coverage and access. However, imposing an enrollment
cap, a relatively high amount of premium/cost sharing, and limits on behav-
ioral health benefits may have offset effects.

Our findings suggest that the ongoing Medicaid expansions under the
ACA’s SPA provision and the Section §1115 waiver in the post-2014 era have
the potential to improve health insurance coverage and access to care among
low-income adults with behavioral health conditions. Nonetheless, when
debating and crafting Medicaid expansion policies and programs, policy mak-
ers should carefully navigate the balance between the financial and political
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viability and the comprehensiveness of the expansions. They should also
ensure that viable and comprehensive expansions are implemented in a sup-
portive environment that can translate expanded Medicaid coverage into
meaningful improvements in access to care.
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NOTES

1. The income threshold for Medicaid eligibility is 133 percent of the federal poverty
level (FPL) based on the Modified Adjusted Gross Income (MAGI). The MAGI
rules under the ACA include a 5 percent of FPL disregard, making the effective
income threshold 138 percent FPL.

2. As a means-tested social welfare program for the most vulnerable groups in society,
Medicaid traditionally covered only certain categories of individuals and families
(e.g., aged/blind/disabled individuals, pregnant women, children from poor fami-
lies). Childless adults without disabilities were not eligible for Medicaid in most
states regardless of their income level. The income eligibility threshold for adult
members of poor families was much higher than the threshold for their dependent
children. During the early 2000s, the national median income threshold for an adult
from a low-income family was 60% of the FPL; in over 20 states the threshold was
lower than 50% of the FPL (KFF 2015). Furthermore, a substance user who is dis-
abled may still be deemed ineligible for Medicaid if his/her disability was solely
caused by substance use (KFF 2015).

3. NSDUH defines an outpatient setting for MH treatment as a MH center; a primary
care center; the office of a psychiatrist, psychologist, therapist, social worker, coun-
selor, or a primary care doctor that was not part of a clinic; or a partial day hospital
or day treatment MH program.
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4. Although institutionalized individuals residing in long-term psychiatric facilities or
other institutions for the entire year were not included in the NSDUH sampling
frame, those who were institutionalized or hospitalized for a period but residing in
households during most of the survey periods were included in the NSDUH sam-
pling.

5. We used the first effective date if more than one expansion was implemented in a
given state.

6. Tests of the parallel-trend assumption confirmed that the pre-expansion trends in
coverage and access did not differ between expansion states and comparison states;
checks for the lead and lag effects of the Section §1115-waiver expansions lend sup-
port to policy exogeneity of the waiver expansions. Furthermore, we specified two
models for sensitivity analysis. The first model added state-specific linear trends to
account for the unobserved state-level confounding factors that evolve over time at
a constant rate; the second model aggregated the data from the individual level to
the state level. The results from these sensitivity analyses were consistent with our
main findings.
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Additional supporting information may be found in the online version of this
article:

Appendix SA1: AuthorMatrix.
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Table SA1: Estimated Effects of Section 1115-Waiver Expansions on
Sources of Health Insurance Coverage among Low-Income Adults with ver-
sus without Behavioral Health Conditions.
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